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work incentives versus dp^endency; and (4) impact on the family unit. 
Several important problems identified are the followings (1) 
confusion over whether welfare should provide for demonstrated needs 
or strive to eradicate poverty altogether; ^2) complexity^ high cost^ 
and inefficiency of the existing program; and (3) while it has not 
been proved that receipt of welfare is a major disincentive to work^ 
welfare appears to have done little to encourage work« Research does 
not support the view that welfare encouragas two-^parent families to 
break up^ or that unmarried women have children in order to become 
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and reform efforts; selected summary information for all household 
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welfare reports issued, 1980-li87« A bibliography of major studies 
reviewed is also included » (m) 
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February 19^ 1987 

The Honorable William V* Roth^ Jr* 
United Btatee Bmnmtm 

Dear Senator Roth: 

In responsa to your Marsh 27, 1986, request for information to 
aid the Congress In evaluating proposed welfare reforms and 
later disousslons with your office, we have developed infor- 
mation on (1) major welfare system design issues and (2) the 
sources and income levels of smpled families receiving Aid to 
Families With Dependent Childreii (AFDC)* This is our briefing 
report on the system design issues. We will report on AFDC 
families' incomes later* 

We have categorized the results of our work into four areas s 
(1) benefit targeting and adequacy^ (2) system complexity, (3) 
work incentives versus dependency, and (4) impact on the family 
unit. These areas correspond to the welfare issues being dis- 
cussed by the administration and those persistently addressed 
by researchers and the federal government over the last decade* 

This report presents these issues in terms of queBtions that 
should be considered in debating welfare reform* The report is 
based on our review of about 100 major welfare studies com- 
pleted since 1975| interviews with federal, state, and local 
welfare officialsi the results of GAO's past and ongoing wel-^ 
fare worki and an analysis of the Census Bureau • s Survey of 
income and Program Participation (SIPP) data. During this 
review, we conferred with a number of welfare experts. Those 
debating welfare should first agree on such basic terms as 
welfare, poverty, and income, which are often defined differ- 
ently, varying types and numbers of programs are described as 
welfare, various standards are used to measure poverty, and 
various definitions are used for income. 

A summary of the results of our work follows. 

BENEFIT TARGETING mP ADEQUACY 

Resolving this issue requires answering at least two basic 
questions 1 "Whom should welfare serve?" and "How much should 
recipients get?" 
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Whom Should Wei fay a Serve ? 

The answer to this quastion depends on whether welfare is 
eKpeatad to respond, on a program-by-program basis, to in- 
dividuals ' demonatrated needs or eradicate, or aignif ioantly 
reduce, poverty. 

Much of the frustration voiced about the present system aeems 
based on the assumption that it is dedicated primarily to 
reducing or eradicating poverty, and it is not^ The present 
system quite definitely seeks to respond to Individual needs. 
Most programs do not restrict their benefits to persons with 
incomes below the federal poverty line. Moreover, some persons 
whose incomes are below the poverty line do not receive 
benefits. 

How Much Should Recipients Get ? 

The answer to this question also depends on what we want wel- 
fare to achieve—answer specific needs or raise people's income 
to the poverty linuu Researchers generally evaluate the ade- 
quacy of welfare by determining whether benefits, along with 
other incomes, will lift recipients to the poverty line. Yet 
researchers and GhQ have concerns about the appropriateness of 
the poverty line as a standard (e.g., it does not reflect 
geographic differences). Also, there remains the problem of 
accurately determining wrlfare family income. Barriers we en- 
countered in identifying APDC family income sources and amounts 
include (1) determining income available for a recipient who 
lives with nonreciplentsj (2) determining participation in 
other programs, such as housing and food stampi and (3) valuing 
in-*kind benefits. 

Variations within and among programs cause recipients in simi- 
lar circumstances to receive different benefit amounts, thus 
raising some but not others to the poverty line. As a result, 
researchers have concluded that some recipients are treated 
unfairly. 

COMPLEXITY 

Legislative, oversight, and administrative responsibilities for 
weifare programs are scattered among many entities (see figure 
3 on p. 20). Welfare Is often criticized as complex, costly, 
and inefficient.' How to deliver benefits in a way that makes 
sense to recipients, administrators^ and taxpayers requires 
answering at least three questions? What form should benefits 
take? How should they be delivered? How should delivery and 
benefit costs be funded? 

What Form Should Benefits Take ? 

Welfare benefits take two forms, cash and in-kind, such as food 
stamps and medical care, which form should be provided is a 
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aubjeat of oontinuing dlsputaSe In-kind expenditures have 
grown steadily over the paat 20 years and now comprise over 70 
percent of all federal t.Kpenditures on 95 means-tested welfare 
programs. 

Research does not show clearly whether in-kind programs are 
more advantageous to reolplents or taKpayers than a single cash 
program*^ It does show that the many In-kinid programs lead to 
many recipients participating in several programs and^ thus^ to 
more eligibility determinations and administrative records* 
This complexity has led to more computer matching to verify 
data provided by applicants and recipients^ which in turn has 
raised privacy concerns^ 

How Should Benefits Be Pellvere'J ? 

The current complex^ fragmented delivery system is seen as 
inefficient and costly^ and causes widespread dissatisfaction 
OTiong recipients^ administrators^ and taxpayers* we are eval- 
uating integration of services as a way to reduce complexity 
and thereby Improve recipient access to programs^ eliminate 
needless bureaucracy^ and reduce administrative costs. In a 
recent GAO survey^ most stateg Indicated that Integrating 
services could increase welfare participation and decrease 
administrative costs , 

How Should Delivery and 
Belief It Cos^s 6e Funded ? 

Researchers say some program funding interactions create 
incentives for states to shift benefit costs to the federal 
government. For exMiple^ some argue that states are reluctant 
to raise AFDC benefits ( roughly half of which are paid for by 
the states) because of the interaction with Food Stanp bene- 
fits^ which are fully federally funded , if a state raises its 
AFDC payments^ Food Stamp benefits are lowered for persons par- 
ticipating in both programs* The extent to which this inter-- 
action influences states' decisions to set AFDC benefit levels 
is unknown, 

Resef»^-r^hers also report that funding arrangements for some 
progr lead to an inequitable distribution of federal funds 
among states. For example, they report that federal cost shar- 
ing for AFDC and Medicaid has resulted in some states, which 
rank high in per capita Income and pay higher benefit levels 
under more liberal eligibility standards, receiving a higher 
level of federal funds than some lower per capita income 
states, 

WORK/DEPENDENCY 

Research indicates the present system has features that might 
reduce incentives for recipients to work. The effect of these 
features on recipient work behavior has been debated 
extensively* 
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Resear^ a^^s 11 t l^leate conelusively that the receipt of 
walfiam a ma ^^sincentiva to work. Conversely ^ welfare 
appeaiE'fe ^ " h^v. dlonc^ little to actively encourag© work* To 
addre:m th's ^ a.tt«r issue^ legislation was passed in 1981 that 
allov^ed states new options in establishing work requirements 
for Boms orogratt^,/ and the administration proposed making work 
requJi^Wfentv man^t^tory for AFDC recipients* We have studied 
and at^ ^L^^dyi^g work programs run state AFDC agencies to 
det^irdnie t!^y can effectively help recipients leave wel^ 
far^v imvm found that some state work programs have had 

enaoxm^qmi results, but the long-term prospects of the pro-^ 
gramfe r^ :xk\)^ uancertaln. 

FAMILY ^^ if"^ 

Research does not support the view that welfare encourages 
two^parent families to break upr or that unmarried women have 
children in order to become eligible for benefits. 

Are Families Adversely Affected ? 

Concerns over welfare's impact on family stability stem largely 
from AFDC's single^parent focus^ About half the states have 
not elected the option of providing AFDC to two^parent families 
when the principal wage earner is unemployed. However ^ re^ 
search indicates that (1) the focus of the AFDC program does 
not cause families to break up to receive benefits^ and (2) 
welfare does not appear to encourage unmarried women to have 
children in order to become eligible for benefits (though it 
may influence their decision to live Independently) , 



As requested by your office^ we did not obtain formal agency 
comments on this report* However^ we diacuBsed our work with 
officials at various federal agencies when we were Identifying 
pertinent research in the area. As agreed ^ unless you publicly 
announce the contents earlier ^ we plan no further distribution 
of this briefing report until 30 days after its issue date* At 
that time^ we will send copies to other interested parties and 
make copies available to others who request them. 

Sincerely yours. 



Joseph F, Delfico ^ 
Senior Associate Director 
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WELFARE I ISSUES TO CONSIDER IN 



ASSESSING PROPOSALS FOR REFORM 

INTRODUCTION 

The U*B* welfare system has been and continuea to be 
criticized. Despite a number of major reform proposals offered in 
recent yearSr few ohanges have been made to the system's basic 
design* The Reagan administration's concerns over the effects and 
costs of welfare have renewed interest in raforming the welfare 
system. In December 1986^ the President's Domestic Policy Council 
issued a draft report on the results of Its study of welfare^ 
which is expected to lead to reform proposals. To assist the 
Congress In evaluating proposed reforms^ we have surveyed welfare 
issues that are persistently studied and debated, but remain 
unresolved. 

Welfare/Welfare System 

There is no common agreement on the programs that constitute 
welfare. it may mean a few basic assistance programs centered on 
the Aid to Families With Dependent Children (APDC) program or as 
many as the 95 needs-based programs identified in our report 
Federal Benefit Programs: A Profile (GAO/HRD-86-1 4 , Oct. 17^ 
1985). The 95 programs provide seven kinds of assistance — cash, 
education, food, housing, medical, jobs and employment, and var- 
ious other services—to low-income, needy, and/or distressed 
individuals* 

^ To test for need, the income and assets available to an 
individual or family are assessed. Then, based on a set of 
program-specific need and payment standards, a determination Is 
made as to whether the individual or family qualifies for assist- 
ance and at what level. 

In recent years, annual federal expenditures for the 95 
programs have totaled more than $90 billion. The major programs 
m the system targeted specifically to people with low income are 
AFDC, Supplemental Security Income (SSI), Medicaid, Food Stamp, 
Public and Section 8 Housing, and the School Breakfast and Lunch 
programs. 

Welfare Recipients 

Poverty studies by the Census Bureau have shown that in 
recent years around 30 million persons, or about 14 percent of the 
nation's population, generally lived In poverty at any one time. 
The incidence and number of people in poverty vary greatly amonq 
demograpnic groups. Children, blacks, Hispanics, women, and 
persons living m single^parent families are more likely to be 
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poor than the aged, whites^ males, and persona living in married 
couple families. 

Welfare recipients generally are single- or two-parent fami- 
lies with children, or the aged, blind, and disabled. According 
to estimates based on the Census Bureau's latest Survey of income 
and Program Participation (SIPP), about one in five households 
nationwida was receiving welfare benefits in September 1983, as 
shown in table 1 * 

Table 1 i 

September 1983 Estimates of 
Participation in Selected Welf arf^rograms 

Percentage 
of all U*S. 
households 

Total U*S. households~84,756,000 100.00 

Participating in one or 

more welfare programs 18*02 

Participation in programs in 
research we reviewed T 



Pood Stamp 


7.34 


Medicaid 


6.27 


Free Sehool Lunch 


5.54 


SSI 


3.18 


APDC 


3.12 


Public Housing 


2.57 


Free School Breakfast 


1 .89 


Energy Assistance 


1 .65 


Section 8 Housing 


1 .63 



Because programs often are targeted to overlapping groups, 
many recipients participate in several programs simultaneously* 
More than 8 out of 10 households on welfare participated in two or 
more programs during September 1983, acearding to the SIPP data. 
About half the households participated :n three or more programs. 

Interest in Welfare Reform 

The aggregation of federally sponsored programs that make up 
the present welfare "system" evolved from a small cash grant 
effort that was born with the passage of the Social Security Act 
in 1935* Over the ensuing half century, this system has grown, 
diversified, and inspired and frustrated reform efforts. A more 
detailed history of the system and attempts to reform it may be 
found in appendix 1. 
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f^AA^ President, m hia February 4, 1986, state of the Union 
Address, and administration officials, in later discussions of the 
need for the study by the President's Domestic Policy Council, 
contended that welfare w ui.wii, 

— is ineffectively targeted and sometimes inadequate (some 
persons who are not poor receive benefits, while some poor 
do not receive enough) i 

— is needlessly eoniplex (causing administrative problems 
unnecessary costs, and applicant/recipient confusion)! 

undermines the work ethic and fosters dependency s and 

" threatens the fami ly unit (discourages two-parent families 
and may encourage out-of-wedlock births). 

These concerns correspond to major welfare design issues research- 
ers have been studying over the last 10 years. ^ues researcn 

OBJECTIVES, SCOPE, AND METHODOLOGY 

Our objective was to develop an overview of the major welfare 
design issues. To identify issues, we eicamined more than iSo wtl- 
f^ri^*'*?^^^,^^™^^^^®^ and interviewed federal, state, 

fn^ ^«"ffe QSCicials. We also drew on results of outlast 

and ongoing welfare work, including an analysis of the CensJs^ 
?"^oo"fLfi"^ data and reviews of welfare program case illes for 
■1^'"^^ ^" states. TO avoid focusing on problems in 

i^w'^"?^ P^^^^*"^' selected studies that included two or ^Sre 



roaDor welfare programs. We did not assess the methodology used in 
the studies reviewed. Finally, we conferred with a number of wel- 
fare experts, two of whom commented on a draft of this report 



The studies were Identified through bibliographic data bases 
fllf^-f" B"-^' discussions with welfare clnsSllants Ind with 

Officials at the Departments of Health and Human 
P^l"^!"""! Housing and Urban Development, we 

newspaper articles and editorials; magazine 
In ifil ' t^^t'fjeal Dournal articles, books, studies, and report 
on welfare problems. A bibliography of the major studies re- 
viewed appears at the end of this report, and a list of GAO's 
welfare reports issued between 1980 and 1987 is in appendix 111. 

ir.« i-hl ^®v®^0P|^ d*ta on welfare program participation by analyz- 

illn Shi-ffnfr^""*"^ data represent infoJmi^ 

tion obtained on income and federal program participation from « 

Ifrf ololfc^fn?'* °* f^°"^ 20,000 houseLlds^natJo;Sile-"a nltlSn- 
ally proaect able sample. We used the SIPP data and the Census 
Bureau's estimating methodologies to make nationwide eltimatel of 
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program participation for September 1983. Appendix ii Gontalns 
further explanations of these methodologies* Rather than Indepen'- 
dently validating the reliability of the SIPP data^ we accepted 
the Census Bureau's procedures to ensure data reliability. 

NEID FOR AGREE MBNT ON 
DEFINITION OF TERMS 

To avoid confusicnr those debating welfare Issues should 
first agree on the meaning of certain terms which are assigned 
various definitions. Examples i 

Welfare/Welfare System , As stated on page 7^ there is no common 
agreement on the programs that constitute welfare. In the litera^ 
ture f varying types and numbers of programs are described as 
welfare • 

Poverty may mean having income below (1) the poverty threshold 
established by the Census Bureau i (2) states' standards, developed 
for specific programs, such as the needs standard each state de^ 
velops for AFDC; or (3) federal gross income eligibility thresh-- 
olds established for programs such as the Pood Stamp program. 



Figure 1 % Measures of Poverty 
(January 1986) 
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Incomg as used by researchers to determine who is poor sometimes 
IS defined as oaah income only, and sometimes as cash and all 
m-kind benefits such as food stamps, and sometimes as cash and 
all m-kind benefits except Medicaid, How income Is defined can 
significantly affect the extent to which an individual or family 
IS lifted toward or above the poverty line. The Census Bureau 
uses only cash income to determine the official poverty rate but 
has published data that demonstrate that including in-kind income 
significantly alters the poverty rate. 



Figure 2: Effect of Valuing Inkind 
Benofits on the Number of People 
Classified as in Poverty 

(1 9S5) 



Before Valuing Inkind Benefits 



After Valuing Food and HouBing 



After Valuing Food, Houalng and Medical Core 
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THE ISSUES 

*->, report, we framed the issues as questions we believe 

the Congress and others should consider as they debate proposals 
to reform welfare. While considerable research has been conducted 
wn ^hese questions, surprisingly few answers have been suggested. 
Resolution of the issues requires policymakers to make difficult 
value judgments. 
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Benefit Targeting and Adequacy 



Benefit targeting and adequacy encompass at least two basic 
questions % "Whom should welfare serve?" and "How much should 
recipients get?" Opposing political views^ as well as problems 
with how to measure poverty and determine income and living costs^ 
have thwarted attempts to answer these questions , 

Whom Should Welfare Serve? 

The answer to this question depends on the answer to another: 
What should welfare achieve? And this second question has at 
least two answers: (1) A meaningful response, on a program^by^ 
program basls^ to Individuals' demonstrated needs, or (2) erad-- 
ication, or at least significant reduction, of poverty* 

The present welfare effort seeks to respond to individual 
needs. Much of the frustration voiced about the present system 
seems to be based on the assumption that it is dedicated to erad-= 
icating or significantly reducing poverty. It is not. This is 
evident when one considers that welfare programs do not tie income 
eligibility directly to the federally established poverty thresh- 
olds. Clients of some programs include those whose income is 
above the poverty line. Other programs restrict eligibility to 
those whose incomes are well below the poverty line* 

Defining the Poor — The federal government defines "poor" 
through poverty thresholds that vary by family siie. A family is 
officially poor if its cash income is below the threshold, or 
poverty line, by even one dollar. If its income exceads the 
threshold, the family is not poor. 

Official poverty thresholds originated at the Social Security 
Administration in 1i^4* The poverty line was based on the U.S* 
Department of Agriculture's (USDA's) 1961 Economy Food Plan and 
sought to reflect consumption requirements based on family si^e 
and composition. The formula that produced the poverty line was 
derived from USDA's 1955 Survey of Food Consumption, which found 
that families of three or more spend about a third of their income 
on food. Thus, the poverty line was set at three times the cost 
of the economy food plan. The poverty thresholds have been up-- 
dated annually since 1969 to reflect changes in the Consumer Price 
Index a 

Targeting Benefits —Evaluations of how well benefits have 
been targeted have~attempted to show the extent to which the poor 
are receiving benefits and whether the benefits are lifting them 
out of poverty. Since these evaluations are tied to the poverty 
line, we believe Interpreting their results is dependent on the 
validity of the of tender iticized poverty line. Researchers report 
the following weaknesses in the poverty linei 
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— The costs and spending patterns assumed by the oovertv 
formula have changed. For instance, recent surveys have 
found low-income families spend less than one-third of 
their income on food, 

— The poverty line does not reflect geographic and family 
differences other than family size. A 1984 study by the 
university of Wisconsin's Institute for Research on 
Poverty found thati urban living costs were 18 percent 
higher than rural costsy a teenager In the household 
raised basic costs by 8 percent? and families with two 
adults had expenditures 18 percent greater than single- 
adult households of the same size. single 

Targeting benefits to families in poverty is difficult be- 
cause, as stated earlier. Income eligibility standards varv amona 
programs and are not tied directly tl the poverty f "J lor 
f^^l^A i" 31 states federal gross income eligibility standards 
for AFDC benefits and Medicaid are above the poverty line and the 

poverty ^Lr"m"'i°"^ income of up to .^^kt'^ ^ 

poverty line. Also, because most recipients participate In sev- 
eral programs simultaneously and because benefits of the various 

weillr^h^S"?- ^''"^ coordinated, many recipient incomes/ alter 
welfare benefits, exceed poverty thresholds, «cer 

R^i^^?„i^1^ J^*^^ Advisory Commission on Intergovernmental 

iSlv^; « ? tT^ welfare programs showed that " for eacS 

dollar spent, the poverty gap— that is, the difference between the 
income of all the officially poor and the poverty 1 inl-- was re- 
ported Larwe^^r " ""J?- specifically, the Commission re! 
ported that welfare expenditures In 1983 totaled $127 billion or 

Tnfkinf beneff^*\^ ?62 billion poverty gap, CasS transfers ind 
in_kind benefits at market value for food stamps, housing and 
medical benefits totaled $77.4 billion in 1983 and redjcld 2he 
f?tfaL^?L^^?"-S billion, or a 44-percent eflfcilncy of plv- 

^° amount spent, according to the study. The 
study said that although no one expects a oni-to-one co-rispond^ 
ence between dollars spent and povSrty alleviated? the lllP 
efficiency ratio may be unacceptably low. 

The study said also that the small ratio of poverty gao 
reduction to welfare dollars spent is due, in part, lo thi lif- 
ficulty of targeting benefits to lift recipients only up to the 
poverty thresho ld. Many welfare recipients in 1983 were abo^e the 

"the\oe?ation°«f''?H created by the Congress in 1959 to monitor 
imSroJImJ^tr r.^^ American federal system and to recommend 
improvements, it is a permanent national bipartisan bodv 

stltr^anllo^''? executive and legislative branches oiUderal, 
state, and local governments and the public. 



poverty line after receipt of benefits^ yet any benefits received 
in ©Kcess of the poverty line were not counted as reducing the 
poverty gap^ according to the study* 

Another problem with targeting benefits only up to poverty 
thresholds is the potential work disincentive effect. If benefits 
were capped at the poverty line^ they would be reduced dollar for 
dollar if earnings raised total income ( including cash and in^kind 
welfare benefits) above the line. Such a cap may result in a 
significant work disincentive ^ as discussed on pages 24^25* 

Soma Eligible Persons Do Not Participate in Welfare— Some 
persons who would be~~el igible for welfare d6~ho^t participate 
reportedly because they 

are not provided local outreach services to make them 
aware of the programs and help them apply for benefits^ 

" perceive that society places a stigma on receiving wel^ 
fare^ and 

— have difficulty dealing with the forms and procedures 
necessary to receive assistance. 

A 1976 survey by the Washington Urban League of low^ income 
families in Washington^ D*C*r showed less than half the respond- 
ents to a questionnaire had been to a local social service agency 
to get information on programs and benefits that might be avails 
able to them. Similarly, in 1983 USDA estimated that more than 40 
percent of those persons eligible for food stamps did not partici- 
pate because they did not know they were eligible* 

Research showed that the stigma of receiving welfare can 
cause hardships, GAO reported in 1981, for example, that some 
landlords were reluctant to rent to welfare recipients. Negative 
attitudes toward welfare recipients are reflected in the reg-- 
ulatlons and procedures of programs as well as the attitudes of 
administrators r aooording to a 1977 report by the Secretary of 
Haalthr Educationr and Welfare. In 1983# a researcher reported 
that, in the Food Stamp program, almost 1 in 10 persons eligible 
but not participating said they did not participate because of 
welfare stigma* 

Researchers have also found that persons needing welfare 
often are poorly equipped^- because of functional ill iter acy , 
physical or mental disability, or a heritage of discrimination — 
to complete the forms and follow the procedures necessary to 
receive assistance * 



16 



How Much Should Recipients Get? 



The answer to this question also depends on what one wants 
welfare to achieve--answer specific needs or raise people's Inc 
above the povorty level, ir e- 

Using a variety of mathods, the federal government sets bene- 
tit levels for some programs, such as Pood Stamp and SSI. For 
other programs, such as AFDC and Medicaid, it influences benefit 
levels through control of matching funds, but the states retain 
substantial discretion in setting benefit levels. m APDC, for 
example, each state establishes a needs standard (which represents 
tn% n????fi2if ?S necessities as flood, shelter, clothing, 

and utilities) and then pays all or a portion of the standard. 
Because all goals of adequacy are subject to federal and state 
budgetary constraints, benefits actually provided may be signif- 
icantly less than the level of adequacy. 

Benefit Adequacy— What constitutes an adequate level of bene- 
tits? This question assumes a benchmark of adequacy. The bench- 
mark frequently used by researchers is the poverty line. Yet 
researchers and GAO have doubts about using the line in this way 
because of the weaknesses discussed on page 13. Moreover, even if 
the poverty line were an adequate benchmark, there remains the 
problem o£ accurately defining what constitutes income, in the 
absence of a generally accepted definition, some researchers have 
used cash income and in-kind benefits to compare against the pov- 
erty line while others have used cash Income only, 

»™« ,«?^®^f ^® encountered In trying to Identify sources and 
amounts or income include 

-- determining what Income Is available for recipient support 
m a household where the recipient lives with non- 
recipients, 

~ determining the number of programs a recipient partici- 
pates in, and 

— valuing in-kind program benefits, 

h„--«=^?®H^^'^^®®L°^®^^°^® valuing In-klnd benefits, which have 
o^^l^n?^^#°''?f ^^^^^^ two decades and today account for about 70 
percent of all welfare costs. The method used to value in-kind 
benefits can significantly Influence the resulting income 
amounts. For example, in a 1984 study, -he Census Bureau used 
three methods to value food, housing, aud medical benefits^ 



- Market value = the cost of purchasing similar benefits 1 
the market. 



n 
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— Recipient value = amount unsubsidised consumers with char- 
acter let i^^^Tmilar to recipients (income^ family size, 
etc*) pay for goods or services i e.g., housing, food, 
medical eare . 

Poverty budget ahare - upper dollar limits assigned to 
benefit values^^ based on current poverty thresholds and 
eKprinditures by families at or near the poverty line. 

The highest income amounts resulted from using the market value 
method, the least from using the recipient value method. 

Even if an agreed-upon valuation method can be found, there 
is no agreement that in^kind income Is the same as cash income. 
Medical benefits, for example, are the most controversial in^kind 
benefit to value because some researchers believe the assumed in^ 
come distortB perceptions about a recipient's well--being. Medical 
benefits alone sometimes exceed the poverty line. The Advisory 
Commission on Intergovernmental Relations argued that, unlike food 
and housing needs, the health needs of families in comparable 
circumstances vary enormously depending on household size, age, 
region, and other demographic factors, h 1980 GAO report noted 
that, until a value for medical benefits was added, many welfare 
families had Incomes below the poverty line. 

In a Census Bureau study, the value of medical benefits in 
the years 1978--82 accounted torn about half to two^ thirds of the 
total poverty reduction, depending on the method used to value in^ 
kind benefits. Thus, many families are assumed to be above the 
poverty line based on income derived from valuing medical 
benefits. 

Overlapping benefits can cause some recipients to receive 
more benefits than may be needed* For example, a 1978 GAO report 
noted that some households receiving benefits from the Pood Stamp, 
AFDC, School Lunch, and School Breakfast programs obtained between 
104 and 192 percent of the basic needs prescribed by USDA's 
Thrifty Food Plin dietary guidelines. Food needs were exceeded 
without counting any other household income. 

Equity of Benefit DistributionS "Some programs are crltlclied 
for variations in benefit amounts that are considered inequita- 
ble. For example, states individually set AFDC benefit levels 
that vary widely between and within states and cause differences 
in the amounts of benefits received by similarly situated fami- 
lies. In January 1986 considerably higher maximum monthly AFDC 
benefits were available to a family of three living in Kansas 
City, Kansas, than a similar fOTiily living across the river in 
Kansas City, Missouri ($394 versus $274). Conversely, because 
Food Stamp benefits are reducad for AFDC benefits, lower Food 
Stamp benefits were available to the Kansas family than the Mis- 
souri family ($163 versus $199)* 
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AAso ramixies can reejeive aitfarent benefit levels depending 
on whether the state enrolls in federal program options, such as 
the AFDC options to (1) extend assistance to unemployed two-parent 
families, (2) provide aid to pregnant women, and (3) provide emer- 
gency assistance to eligible families. 

A 1980 GAO report found that a welfare family^s fin -^ial 
well-being is significantly affected by the availability w= fed- 
eral housing assistance. A welfare family in 1980 who lived in 
subsidized housing had about $1,900 more in annual income than did 
a similar welfare family who lived in nonsubsid ized housing. The 
family in subsidized housing had extra available cash. Because of 
funding shortages in 1984, subsidized housing was available to 
only 15 to 20 percent of families who were income eligible. 
Shortages of subsidized housing result in an inequity between 
those who are in subsidized housing and those who must obtain 
housing in the marketplace. 

Complexity 

Welfare is criticized as complex, costly, and inefficient. 
How to deliver benefits in a way that makes sense to recipients, 
administrators, and taxpayers, in our vir ? requires answering 
three questions i what form should benefits take? How should they 
be delivered? How should delivery and benefit costs be funded? 

What Form Should Benefits Take? 

welfare benefits take two forms — cash and in-kind. Deciding 
m which form to give benefits is a controversial issue One 
researcher suggested that in-kind programs are a political neces- 
sity that must be maintained to ensure taxpayer support for the 
welfare system, 

Over the past 20 years, in-kind expenditures have grown 
steadily and now account for about 70 percent of total federal 
welfare expenditures. Research provides arguments for and against 
m-kmd benefits but gives no clear answer as to whether they are 
more advantageous than a single cash program. Research does show 
that in-kmd programs lead to many recipients participating In 
several programs simultaneously and, thus, to more eligibility 
determinations and administrative records. This complexity has 
led to more computer matching to verify Information provided by 
applicants and recipients, which In turn has raised privacv 
concerns. ^ 

The major arguments surrounding in-kind versus cash benefits 
are whether 

~ providing In-klnd benefits instead of cash Is necessary to 
prevent inappropriate spending choices by recipients. 
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— one form creates more of a work disincentive than the 
other ^ and 

— one form is more efficient in reducing poverty than the 
other ^ 

Some researchers have argued that recipients may demonstrate 
immature behavior and, therefore, in-kind programs are needed to 
increase control over client use of benefits. The Advisory Com-^ 
mission on Intergovernmental Relations said recipients may not be 
willing or able to make appropriate spending choices. For ex-- 
ample, some parents may not save out the food money from a cash 
benefit or know how to prepare a nutritious meal and, thus, school 
lunch and breakfast programs appear to be appropriate to assure 
proper nutrition for their children* 

An experlrAent made In the late 1960 's and early 1970's2 
showed that welfare recipients' work efforts decreased as guaran-- 
teed cash Incomes were Increased, This has been taken to support 
the view that Increasing cash benefits reduces work efforts. On 
the ether hand, it has been argued that work efforts are reduced 
because many in-kind benefits are reduced by earned Income. 

A researcher at the University of Wisconsin's Institute for 
Research on Poverty argued that some recipients, such as aged SSI 
recipients, are not expected to work and, thus, would not be af^ 
fected by the form of benefits. 

In 1985, the Advisory Commission on Intergovernmental Rela-- 
tions reported that in-kind programs are not as efficient as cash 
programs in reducing poverty. By comparing the total amount spent 
on benefits in each program to the total amount the program re^ 
duces the poverty gap, an "efficiency ratio" was calculated. The 
efficiency ratio for cash transfer programs was higher than for 
food stamps, housing, and medical care programs regardless of the 
method used to value the In^kind benefits. Presumably, more of 
the in-kind programs' funds go to the nonpoor or to cover admln-^ 
Istratlve and other program costs than does the cash programs' 
funds, according to the Commission's report. 

The efficiency of in-kind programs in reducing poverty may 
depend on their objectives. For example, the primary objective of 
the Medicaid program Is not to reduce poverty , but to provide 
adequate medical care to low^income persons. 



Seattle--Denver Income Maintenance Experiment (see p, 23), 
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How Should Benefits Be Delivered? 



Which of the many curtent administrative areangements for 
delivering banefits is best? A few programs— such as SSI and 
Earned income Tax Credit (EITC) — are administered for the most 
part by the federal department or agency. Many of the large 
programs— such as APDC, Pood Stamp, and Medicaid— rely on complex 
federal-state administrative networks. Other programs— such as 
housing — are administered by local goveriiments or private land- 
lords. Thus, states and local agencies have significant roles in 
delivering benefits and, in many cases, a great deal of flexibil- 
xty m how they organize and manage their welfare agencies. (See 



Research findings consistently point out that the current 
benefit system— comprising up to 95 programs— is administratively 
inefficient and costly, and that greater uniformity in welfare 
program regulations, procedures, definitions, and terminology is 
ne»?ded. The system's lack of uniformity, rtaaarchers say, is a 
result of the fragmented, uncoordinated, and complex interactions 
between programs. 

Researchers argue that inefficiency and high cost have been 
built into the system because it provides a substantial number of 
benefits through in-kind programs rather than cash, welfare's 
cost and complexity also are seriously affected by the extensive 
aammistrative networks used to deliver welfare benefits The 
organization of welfare programs, which has evolved piecemeal over 
50 years, has diffused congressional oversight and complicated 
intergovernmental administrative networks. 

A 1980 report by a federal interagency eligibility simpli- 
rication project revealed widespread dissatisfaction: 

— Recipients find programs difficult to understand, arbi- 
trary and duplicative in their requirements, slow and 
unresponsive in meeting vital needs, and exhausting. 

— Administrators at the state and local level find paperwork 
requirements burdensome, regulations overly restrictive 
and the programs unresponsive to change or reform. ' 

~ Taxpayers view the programs as inefficient, wasteful, and 
error prone. 

The study found that Implementing integrated case management sys- 
tems with automated eligibility features would save substantial 
administrative costs and lead to reduced error rates, improved 
services to clients, and reduced administrative workload 
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Figure 3; Administrative Network For Selected Basle Needs Welfare Programs 
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In 1985r we reported that the differing and compleM require-^ 
ments of welfare programs affect how they interrelate in serving 
people. Each program has its own authorizing legislation and 
regulations. Operating rules o£ the various governmental levels 
involved in running the programs vary by program and state. Be- 
sides resulting in losses and inef f Icienoiesr program differences 
have added to the confusion of administrators, recipients, and 
potential recipients. Further, we reported that the complexity 
caused agencies to eKtensively rely on computermatohing to reduce 
errors and prevent fraud. The extensiveness of matching raises 
concerns about Intrusions into individual privacy. 

Total administrative costs of providing multiple benefits to 
a single recipient or family are higher than they would be if 
administration were centrally coordinated for all programs. 
Eligibility, for example, usually is individually determined by 
each program. This means that, because of widespread multiple- 
program participation, many recipients must go through having 
eligibility determined several times. 

The 1977 Federal Paperwork Commission study found that up to 
80 percent of administrative costs were related to eligibility 
determinations. The Commission concluded that cross^program 
eligibility determination costs could be reduced significantly if 
a single document were used to determine and verify eligibility , 
particularly in state-administered programs. 

We are evaluating states' demonstration projects to determine 
if integration of services can reduce complexity and , thereby, 
improve access to recipients, eliminate needless bureaucracy, and 
reduce administrative costs* Most states have indicated that 
integrating services could increase welfare participation and 
decrease both federal and state administrative costs* 

How Should the Delivery and 
Benefit Costs Be Fuhded? 

Currently a variety of funding arrangements exist* For some 
programs, such as social services and energy assistance, the fund- 
ing amount is capped, while in many of the larger programs, such 
as Medicaid and AFDC, it is open-ended. For many programs, the 
federal and state governments share program costs. The cost- 
sharing percentage varies among programs* 

Researchers have found that program funding interactions for 
some programs create incentives for states to shift benefit costs 
to the federal government* They cite the AFDC and Food Stamp 
programs' federal/state benefit cost^-sharing arrangements as" an 
incentive for states to maintain AFDC benefit levels rather than 
increase them. 



21 

23 



Pood Stamp benefits, set and paid entirely by the federal 
government^ are offset in part by APDC benefits, set and partially 
paid by the states. So, if a state maintains a low APDC payment, 
whioh is 50 percent federally funded, recipients receive higher 
Food Stamp benefits and the federal government pays a larger share 
of total benefits, when other program offsets are included, the 
incentive becomes greater for a state to maintain its APDC payment 
level. A 1982 report by the Advisory Commission on Intergovern- 
mental Relations said that, in some states, APDC benefits would 
have to be increased by $1.43 to raise total recipient income by a 
dollar* Whether such a disincentive actually affects states' 
decisions in setting APDC benefit levels is uncertain. 

Researchers also report that, contrary to congressional 
intent, many states that rank high in per capita income receive a 
higher level of federal funds for some programs than states with 
lower per capita Income. For example, the cost-sharing system for 
AFDC and Medicaid was designed to provide fiscal equity by ad^ 
justing the sharing ratio to reflect a state's ability to pay for 
these programs* The federal matching percentage Is inversely 
related to state per capita Income, with a sliding scale ranging 
from 50 to 78 percent. The 1982 report of the Advisory Commission 
showed that the distribution of funds has favored many states that 
rank high in per capita income and pay higher benefit levels under 
more liberal eligibility standards than do some states with lower 
per capita income, because the cost-sharing formula does not ad^ 
just for benefit level and participation differences between 
states, 

Wor k/D epend e n cy 

It is sometimes charged that welfare removes the need and 
desire to work. Research indicates the present system has design 
features that could reduce incentives to work. The effect of 
these features on work behavior, however, is unclear. While 
research does not clearly support the contention that welfare 
creates a disincentive to work, it appears that welfare has done 
little to actively encourage work. Legislation passed in 1981 , 
however, has allowed states the option of establishing new work 
programs* We are studying these new work programs to determine 
how effective they are in helping recipients become independent of 
welfare. Our previous work found some work demonstration projects 
had encouraging results, but the long-term prospects for reducing 
welfare dependency, and thus the welfare rolls, remain unclear. 

Researchers have found movement on and off AFDC is widespread 
and that most AFDC recipients depend on welfare for less than 8 
years. Studies of welfare dependency have centered on AFDC re- 
cipients and have consistently- found that they fall Into three 
groupsi (1) short-term users ( 1 to 2 years), (2) moderate users 
(3 to 7 years), and (3) long-term users (8 or more years). Based 
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on a single period of time on AFDC^ research shows that about one- 
half to two^thlrds of all APDC recipients are short-term users, 
one^fourth to one-third are moderate users, and only a few are 
long-term users. Research allowing for multiple periods of time 
on AFDC has found that the percentage of long-^term users increases 
to about 30 percent of all AFDC recipients. 

The research shows that likely long-term recipients can be 
predicted by certain characteristics, such as never-^marr ied status 
for younger women and low education level for older women* For 
example, one researcher found that never-married mothers under age 
26 with a child under three constituted about one-third of all 
long--term recipients and they averaged over 10 years on welfare* 

The perceived problems reported in the research of welfare *s 
impact on recipient work efforts are 

— welfare with no work requirement allows able-bodied re^ 
cipienta to receive welfare rather than work, 

" eligibility and benefit factors of welfare programs create 
work disincentives, and 

" the system does not adequately address the obstacles pre^ 
venting recipients from becoming independent* 

Researchers have studied these problems by evaluating (1) the 
impact guaranteed income payments have on work efforts, (2) the 
effects on recipient behavior of benefit loss due to earnings, 
(3) the effects of benefits more generous than earnings, and (4) 
the effectiveness of work programs designed to reduce dependency* 

Impact of Guaranteed Incomes 

Fears that welfare with no work requirement would reduce work 
efforts were supported by the results of a large-scale income 
maintenance experiment run in the late 1960 '3 and early 1970 "s. 
Called the Seattle-Denver Income Maintenance EKperiment, or SIMB/ 
DIME, and sponsored by the Department of Health, Education and 
Welfare, the experiment tested the thesis that guaranteed income 
payments paid through a "negative income tax" would cause re- 
olpients to reduce work efforts significantly* A negative Income 
tax payment guarantees a minimum cash income to families with no 
income, and reduces the cash payment according to a specified tax 
rate for each dollar of income* 

The experiment consistently showed that guaranteeing income 
reduced work efforts by a small amount* Thus, fears of a sizable 
dependant population created by large-scale withdrawals of the 
working poor from the labor force were discounted. The results of 
the experiment are still debated. One debate centers on the 
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effect mandatory work requirements would have had on the eKperi- 
ment's outcome. The experiment had no mandatory work or job 
search requirement* One researcher argued that had the experiment 
included a mandatory work requirement^ the outcome would have 
shown increased instead of decreased work efforts. 

Effects of^Benef it Loss Due to Earnings and 
of Benefits More ge ne r o us Than Earnings 

Researchers argue that welfare may discourage work as a re^ 
suit of 



— excessive loss of benefits caused by earned income (high 
benefit reduction rates) ^ 



— abrupt loss of some benefits rather than a gradual taper- 
ing off (the notch effect) ^ and 

— generous benefits that make welfare more attractive than a 
job. 



Studies provide inconclusive evidence of the effect these per- 
ceived disincentives have on recipient work efforts. 

Benefit reduction rates are the rates at which welfare bene- 
fits are lost due to earned income. Researchers argue that high 
benefit reduction rates reduce work efforts because recipients 
gain very little by working. There is a general dilemma over es- 
tablishing benefit levels that provide adequate benefits^ keeping 
benefit reduction rates low enough so as not to be a work dls- 
incentivef and still keeping welfare costs low enough to be 
politically acceptable * 

The effect of benefit reduction rates is Illustrated in 
table 2~as hours worked increase welfare benefits decrease. 

The table also illustrates how participating in multiple 
programs can result in higher benefit losses. in the second 
example the benefit reduction rate Is higher because the recipient 
is in public housing. Earned income reduces benefits in varying 
amounts in the various programs. APDC benefits are reduced dollar 
for dollar after subtracting allowable deductions. Food Stamp 
benefits are reduced by 30 cents for each dollar of countable 
earned income » Recipients enrolled in more than one program have 
higher reduction rates because the same dollar of income reduces 
benefits In several programs. 
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Table 2i 



Benefit Reduction Rates Caused 
b^InGreased Work (January 1 980 ) a 

Weekly average hours of work at minimum wage 
Benefits received 0 to 1 Q 11 to 20 21 to 30 31 to 40 

EKample 1 

AFDC^ Pood Stamps 

EITC 34% 44% 44% 51% 

EKample 2 

AFDC^ Food Stamp^ 
EITC^ Public 

Housing 45% 61% 61% 69% 

®The reduction rates shown here are before changes to the AFDC 
program by the 1981 Omnibus Budget Reconciliation Act. Under 
these changes^ the reduction rates would be higher. 

Source: Congressional Research Service 



Recipients can experience an abrupt loss of benefits rather 
than a gradual tapering off when they increase their earnings/ An 
AFDC parent receiving benefits due to unemployment loses all AFDC 
and Medicaid benefits if he or she works 100 or more hours in one 
month. If the parent works 99 hours or lesa^ he or she remains 
eligible for benefits. This is called the "notch effect" because 
1 hour of work can terminate eligibility* 

Some researchers have suggested that benefits in some 
jurisdictions may be too generous* A study of the New York City 
welfare system showed that in the early 1970's, the combined bene- 
fits from AFDC^ Medicaid^ Pood StMip^ and free school lunches were 
more than what could be earned from many of the city's low-^skilled 
jobs. 

Work Requirements 

Since 1981 the focus of AFDC work program policy has shifted 
from passive Incentives to active interventions and stringent 
requirements. At that time the administration proposed mandatory 

workfara^" which would have required employable recipients to 
work off their benefits. Instead of a mandatory program, the 
Congress, through the Omnibus Budget Reconciliation Act of 1981 
and subsequent legislation, made workfare and several other 
approaches optional to the states. 
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The principal types of programs eatablishid were: 

~ Work Incentive (WIN) demonstratlQn projects ^ which ueually 
offer a mixture of components ^ such as education ^ job 
searchi work experience, classroom, and on« the- job train- 
ing, Tt^e projects differ from regular HIN programs 
bicause they are administered by the state AFDC agency 
rather than the state employment agencyi They also give 
the state more flexibility in designing the program. 

— Communifay Work Experience Program (knov/n as workfare) , in 
which AB'DC recipients ar^~required to wk on public pro-- 
jicta irm exchange for their AFDC benefits, 

— Job Seac^ah , which requires participanti to look for a job 
m a stiruGtured manner, either individually or as part of 
a group in a "job club." 

™ TOrk Supplementation , sometimes called Grant Diversion, 
which al^lows the participants' welfare grant to be di^ 
verted to subsidise an on^the--job training position, often 
in the private sector, which may become unsubsid ized 
employm&nt . 

The potential of reducing welfare dependency through man^ 
datory work reqii Irements is unknown because work demonstration 
projects are in their infancy and few useful evaluations of com- 
pleted projtcts are available. in an August 1 985 report Evidence 
Is Insuffioient to Support the Administration* s proposed Changes^ 
to AFDC Work Programs (QAO/HRD-^85--92 ) , we reported that while some 
of 37 projects ireviewed showed encouraging interim results in 
enhancing tmployTnent and earnings of recipients, their success de^ 
pended partly ort such factors as high economic growth and adequate 
financial suppoir t ^ making replication difficult, On January 29, 
1987, we issued m report on our study of work programs begun since 
1981.3 

Family Unit 

Restarch do«a not support the view that welfare encourages 
two*-parent famil ies to break up, or that unmarried women have 
children in orde^ to become eligible for benefitSi 

Are Families Adversely Affected? 

Concerns ov^r' welfare's impact on family stability have 
stemmed largely from the single^parent focus of AFDC. The con- 
ventional wisdom in the 1970's held the slngle-pirint focus of the 



3 wQrk and Welfare i Current AFDC Work Programs and Implications 
f or Federal Pol Acy , GAO/HHD-87-34 , January 29 ^ 1987 * 
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'"^S^f ^® contributing to marital dissolution. At 
the teima, APDC was largely confW to oone-parent families because 



Lnemployed father program was not mailable in every state 
and, where available, was so resttlctivis that few men partici- 
pated . It was believed that extsndinf ccoverage to two-parent 
l^ihi^^J' f ^?^f stabilise tnatfiages. . Currently about half the 
statps have elected the option oEprovtd ling AFDC to two-parent 
families when the principal wage earner is unemployed. 

Tn^^t * -!^^ tythe UsTniversity of Wisconsin's 

insti tute for Research on Poverty, exist; . ing evidence indicates 
that providing aid to two-parent Eamll laa.s in the APDC-Unemployment 
Parea t program appeared to actually inom ease marital instabiJitr 
rath»:c than stability. The research dW not indicate why. " 

^ t^dditional concerns about wilface ' a impact on family 
stabi:iity were raised in the 1970'i by tblhe Seattle-Denver Income 

Experiment, which pronaed i^ainimum guarantee! incomes 
ahowS^?^«? initial m^sim ^f the experiment data 

showed that families receiving » pwan«eeed Incomi— similar to 
^l^i^^l.f^'^u'fr'^^ higher dissoj«jt ion rates than did other 
w^^e •.•^^-5°"?*' Department ofHsaltVi and Human Services ana- 

lysts cautioned that the study finaings ^mrm not clearly undlr- 
stood and may not apply to welfare CamljLaes , many researchers 

SeJfSeiamilie^? I- «P;-i'««nt ,a a b|ss is 'fofLncJiriSout 
welfare families' dissolution. Bowtver^ recent analysis of the 

nofhiSrMff ^ demonstrated that the eipoerlmeJtal fSmi?les 111 
not have higher dissolution ratei, 

Some researchers assert thatreifaeis contributes to the 
increasing numbers of unmarried mothers b.oecause women with few 

It appears, however, that welfare dois s affect livinq arranae- 
they a^e more likely to remain in sohooa «r go to wSrk! -^""^^ 
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WELFARE EVOLUTION REFORM EFFORTS 

Passage of the Social Security Act in 1935 began a continuiE ng 
federal role in promoting the economic security of the nation's 
population. The act established the first joint fedaral^state 
welfare programs of Old Age Assistance and Aid to Diptndent 
Children (now AFDC). These welfare programs were designed to 
provide financial and health care services to those aonsiderad 
uneroployable — dependent children ^ the agedy and the blind. Thm 
decision to create joint programs was an attempt to preserve sti^^te 
and local discretion over welfare ^ 

During the 1960*s the system expanded significantly with tti^e 
creation of many new In-klnd benefit programs as part of the Gta* at 
Booiety initiatives^ among them Pood Stamp and Mediealfl, along 
with others to provide assistance for education, vocational 
tralnlngr and housing* Also, eligibility for older programs w%b 
eKpanded. In 1961^ for exampler AFDC eligibility was broadened ^ to 
allow states the option of providing benefits to unemployed 
fathers and to foster homes * 

In the 1960's the welfare approach began to stress services 
In addition to support r rehabilitation Instead of relief, and 
training for useful work instead of prolonged dependency. The 
intent was to help needy individuals become self-^suf filclent an4 
move them off the welfare rolls. 

In the late 1960 's widespread dissatisfaction with the design 
of welfare Increased national interest in finding aolutlons to 
many of welfare's persistent problems. Policy analysts believed 
the programs were fragmented ^ fostered wide variations In b^neflfrt 
levels r limited access to the system by the working poor in two- 
parent famllleSr and^ because of the high benefit reduotion v^tm^m, 
discouraged work and perpetuated welfare dependency* 

In 1967 the Congress passed Social Security amendments th^t 

tried to eliminate the work disincentives by allowing AFDC tec if 

ients to keep each month the first $30 earned and a third at all 
additional earnings without losing benefits. 

In 1969 President Nixon's Family Assistance Program (FAP) 
represented the first major effort to reform the welfare system* 
It envisioned a single negative income tax payout to replace tha 
numerous cash and in-kind benefits. The plan offertd a guarantaeed 
minimum Income to a family. Because the proposed payment level 
was below AFDC payments In about 60 percent of the states^ it wa^ 
expected that these states would supplement the FAP payment so 
that no recipient would lose benefits. The FAP had a benefit 
reduction rate of 50 percent, a work test for determining who 
employable, and provisions for providing some public service 
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jobs* It sought to cure some welfare problems by raising benefit 
levels in the poorest states and extending benefits to t%^Q-^arent 
families* In addition^ it proposed that the federal government 
aisume greater administrative ana financial responsibility, 

PAP was not adopted because some politicians felt thi 
guaranteed minimum income it off^ ted was inadequate and others 
disliked its expanded federal roL e and eligibility. Debate over 
P^P^ however^ led to legislation establishing two major welfare 
programs — S8I and EITC* 

President Carter's Program f-or Better Jobs and Income (PBJI) 
was another attempt at comprehens ±ve reform based on a negative 
income tax* It offered a larger ^nd more pervasive and intensive 
job component* The cash componen-^ sought to consolidate the AFDC 
SSI^ and Food Stamp programs into a single cash system* Thi worK 
somponent sought public service eEnployment for the primary earner 
in families with children and increased EITC payments as an incen- 
tive for private sector employm^n^ * Thus^ the program would guar- 
antee income^ cash in lieu of foorf stamps^ and federalize much of 
the welfare system* 

PBJI was not adopted. Welfa^-e recipients opposed PBJl 
bioause the public jobs component proposed to pay minimum wage 
rather than higher prevailing rates* Labor was against t tie same 
provision beaause it would undercu^t the wages of regular viorkers* 
Business feared too many subaldlgad jobs* The Congress did not 
like many of its components or its increased costs* 

In 1982 the Reagan administration proposed a major welfare 
ifeform initiative* The proposal's centerpiece was a plan v/hareby 
thi states would assume financial and administrative reaponsibili- 
ties for the Pood Stamp and AFDC programs and, in return , the fea-- 
eral government would assume all sosts of the Medicaid program. 
This goal was not achieved. Conservatives feared it would lead to 
nationalized health care* LiberaL e felt it would increase the 
already wide variations between state AFDC and Food Stamp benefit 
levels* -jr 

In other proposals^ the Reag^.ii administration sought to (1) 
tighten eligibility standards on ^ program-by-program basis in 
order to target benefits to only t ^le "truly needy ^" (2) stringthen 
wDirk requirements^ and (3) Improve program administration. These 
goals were achieved at least in pa^^t* lligibillty was tightened 
in several programs" the moat notaasle being the AFDC program^ 
whtre income disregards were elimiaiated after 4 months of aia. 
Strengthened work requirements wer« author iied by federal law'and 
adopted by many states. The most rotable administrative change 
was the enactment of a requirement that all states establish in-- 
come and eligibility verification systems for the major welfire 
programs* 
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Most recent welfare reform measures introduced in the 
Congrass have foousfed primarily on the work versus welfare Issue. 
Other bills have sought Inoreased child care grants^ with some 
attention directed toward the child support enforcement program 
and on new programs for children and teenagers* 
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SELEOTED mjmm£ mwoBmrim for mzi 

HCXJSEHOID IMITS IN TOE UNITED STMES 



gOR SEPTEhBER 1983® 



Variance-^- 



Projected 



oWLl^cf 1 J.CJ ^ 


Count 


Percent 


J.wu»X LIMLIq^I 1W±Cjs 


OA TCC ^ >i oD 

04^755^548^ 


1 uo .00 


Received ATOC benefits 


2,646^530 


3.12 


Received SSI benefits 


2,691,178 


3.18 


Received both AFDC 






and SSI 


249,995^ 


0.29 


Received means^tested 






cash benefits 


6,896^549 


8.14 


Received FcXDd St^^ 






benefits 


6,218,398 


7.34 


Received FTcmB Lunch 






assietance 


4,698,208 


5.54 


Received Free Breakfast 






assistance 


1,602,464 


1.89 


Received energy 






assistaice 


1,401,615 


1.6S 


Received rental subsi<^ 


1,383,010 


1 .63 


Received public housing 


2,276,087 


2.57 


Received WIC vouchers 


502,437 


0.59 


Covered by Medicaid 


5,311,852 


6.27 



star^ard 




tat ion 


error 


Percent 


Percent 


at 95% 


low 




confidence 


range 


range 


0.00 


0.00 


100.00 


1.76 


1.36 


4.88 


1.76 


1.42 


4.94 


1.77 


0.00 


2.06 


1.71 


6.43 


9.85 


1.72 


5.62 


9,06 


1.74 


3.80 


7.28 


1.77 


0,12 


3,66 


1.77 


0.00 


3,42 


1.77 


0.00 


3.40 


1.76 


0.80 


4.33 


1 .78 


0.00 


2.37 


1.73 


4.54 


8.00 



^is infomation is derived for household units only in the United States during 
Septentoer 1983. Excluded are what are termed institutional households, which are 
not normally considered Census as true housetolds. The estimated percentages 
were based on the sanple 19,778 households in the Wave 1 Sire data base, 

fcWe are 95 percent confident the estimate of total households is tetween 
84,443,465 aid 85,067,631. ««i.wBen 

^Since seme of the estimates are based on limited sanple occurrences, use of these 
estimates is cautioned. 
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GAP WELFARE REPORTS ISSUED —' 
1980 TO 1987 



Report 

Title number Date 

1. Public Assistance Benefits Vary HRD-81-6 11-14-80 
Widely from State to State ^ but 

Generally Exceeded the Poverty 
Line 

2. New York State Public Assistanoe PM-81-11 12-16-80 
Cost-Sharing Policies i Implica- 
tion for Federal policy 

3, Millions Can Be Saved by H]^-81-4 02-04-81 
Identifying Supplemental Security 

Income Recipients Owning Too 
Many Assets 

4, Income Maintenance EKperiments? HRD-81^46 04-17-81 
Need to Summarize Results and 

Communicate the Lessons Learned 

5* Lenient Rules Abet the Occupancy CED-81-74 04-27-81 

of Low Income Housing by Ineligible 
Tenants 

6, HHS Moves to Improve Accuracy of HRD-81-51 05-18-81 
APDC Administrative Cost Alloca- 
tion; Increased Oversight Needed 

7, Insights Gained in Workfare CED-81-117 07-31-81 
Demonstration Projects 

8, States' Efforts to Detect Hra-81-133 09-17-81 
Duplicate Public Assistance 

Payments 

9» Legislative and Administrative HRD-82-9 01-14-82 

Changes to Improve Verification 
of Welfare Recipients' Income 
Could Save Millions 

10, Pood Stamp Workfare i Cost Bene- CED-82-44 02-19-82 

fit Results Not Conclusivei 
Administrative Problems Continue 
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Report 

Title number pate 

11. States' Capability to Prevent CED-82-103 06-16--82 

or Detect Multiple Partlcipa-- 
tion in the Food Stamp Program 



12, An Overview of the WIN Programi Hro-82--55 06-21-^82 

Its Objectives, Accomplishments^ 
and Problems 

13* Does APDC workfare Worki Infor- IPE--83-3 01^24-83 
mat ion Is Not Yet Available from 
HHS's Demonstration Projects 

14. CV^EP Implementation Results to PEMD'-84--2 04-02^84 
Date Raise Questions About the 

Administration's Proposed 
Mandatory Workfare Program 

15. Better Wage-Matching Systems and RCED-84-n2 09-11-84 
Procedures Would Enhance Pood 

Stamp Program Integrity 

16. Eligible Verification and Privacy HRD-^85-22 03-01-85 
in Federal Benefit Programs: A 

Delicate Balance 

17. Overview and Perspectiv#s on the RCED-85--109 04*17-85 
Food Stamp Program 

18. Federal and state Liability for RCED-84-155 04-25-85 
Inaccurate Payments of Food stamp, 

APDC, and SSI Program Benefits 

19. An Evaluation of the 1981 APDC PEMD-85-4 07-02-85 
Changes: Final Report 

20. Evidence Is Insufficient to HRD-85-92 08-27-85 
Support the Administration's 

Proposed Changes to APDC Work 
Program 



21, Federal Benefit Programsi A H^-86-'14 10-17-85 

Profile 

22. States' Implementation of the HRD-8S-40BR 12-24-85 
1984 Child Support Enforcement 

Amendments 
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Report 

Title number Date 

23. Eligibility and Benefit Pactora HMI-86-107PS 07-09-86 

24. Projects to Coordinate Services HRD-86-124PS 08--29-86 
for Low-'lncome Families 

25. Serviae Integration HRD-^86-1 25BR 08-29-86 
DemonBtratlona Under the 

1984 Deficit Reduction Act 

26. Initial Results Show Valuation PEMD-^87-7BR 10^24-86 
Methods Differentially Affect 

the Poor 

27. Thirty-Two States' Views on HRD-87-6FB 10-30-86 
Coordinating Services for 

Low- Income Families 



28. Current AFDC Work Programs HRD-87-34 01-29-^87 

and Implications for Federal 
policy 
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